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The Dawes Report 


Perhaps the most significant facts about the Dawes 
Report, viewed from a social and ethical standpoint, 
are those least prominently featured in press reports 
and comments. It is clear that the document com- 
mends itself to the business and financial opinion of 
all countries, political considerations aside. It is also 
patent that the two points at which serious criticism 
will be aimed are the absence of a fixed total that Ger- 
many is expected to pay and the rather vague treat- 
ment of the Ruhr situation. It seems evident that the 
committee refrained from suggesting a total solely be- 
cause that was the rock on which the whole project was 
nearly wrecked at the outset, and that the failure to 
deal with military aspects of the Ruhr occupation was 
dictated by regard for the tenseness of the political 
situation. That these two conspicuous negative fea- 
tures of the Report offer serious difficulty is widely 
recognized. Even so, it must be noted that the com- 
mittee declared itself very positively on the general 
principle involved: “We have, therefore, been com- 
pelled to make the assumption that the fiscal and eco- 
nomic unity of the Reich will be restored. Our whole 
report is based on this hypothesis.” 

Press comments give the general impression of a 
desire to receive the Report in a cordial way, coupled 
with admiration for a manifestly careful and expert 
piece of work. Few of them are as discriminating as 
that of the Journal of Commerce (New York) which, 
in an editorial on April 11 expressed the fear that the 
document “underestimates or overlooks the psycho- 
logical elements which must be given fundamental im- 
portance in estimating the success of the new plan.” 
Will the Germans accept “if they are not informed how 
long a period they must devote to the actual liquidation 
of their debts and how much they must pay?” It also 
questions whether the French will be satisfied with a 
plan “for accumulating what is due as a mere book 
balance in the Reichsbank, never perhaps to be fully 
liquidated, when what they want is actual payments that 
will enable them to reduce the amounts they must other- 
wise provide through taxation out of their own 
pockets.” Then follows the comment that the defla- 
tion program mapped out for Germany is a prospective 
feat which neither British nor American financial or 
banking interests have wholly succeeded in accomplish- 
ing. 

More impressive is the fact that the conclusions as 
to Germany’s capacity to pay have been hailed as a 


justification of French contention and simultaneously 
as essentially confirming British and American opinion. 
It appears, as the New York World has been pointing 
out, that the reason for this anomaly is to be found in 
the deliberate attempt of the committee to couple finan- 
cial soundness and justice to Germany on the one hand 
with deference to French feeling on the other. The 
result appears to be an unusual triumph of method, 
for the disposition on the part of opposing groups to 
approve the Report has been apparent from the start. 

In point of fact, the conclusions of the experts ap- 
pear to be virtually in harmony with American financial 
opinion which was summarized in the volume, “Ger- 
many’s Capacity to Pay,” by Messrs. Moulton and Mc- 
Guire of the American Institute of Economics. (See 
INFORMATION SERVICE for August 4, 1923.) These 
American economists concluded that Germany could 
pay nothing without such extensive provision for the 
rehabilitation of her finances as the Dawes Committee 
has outlined. The committee’s statement on the point 
is emphatic. “Even if energetic measures are taken to 
obviate any deficit in 1924-25, we are satisfied that 
neither by reduction of expenditure nor by increase in 
receipts can Germany be expected to provide out of 
her budget resources for any peace treaty payments to 
the Allies and that any demand for their payment 
would imperil both the structure of the budget and the 
stability of the currency.” The American Institute’s 
report also insisted with much reiteration and many 
proofs that there is only one measure of a nation’s 
capacity to pay foreign debts and that is the excess of 
exports over imports. The argument has been vigor- 
ously attacked by advocates of the French position and 
even recently the view has been advanced that there are 
other ways to pay a foreign debt than this formula 
takes account of. Witness, the Special Supplement to 
Foreign Affairs, Vol. II, No. 3, on “The Reparation 
Problem Today,” by George P. Auld (who earlier 
wrote as “Alpha” on the same subject) ; also the lead- 
ing editorial on the Dawes Report in the New York 
Herald-Tribune, April 10, which argues for the same 
position, and hails the Report as supporting it. As a 
matter of fact the Report annihilates this argument: 
“Reparations payments themselves are and can only 
be financed by an excess of exports.” And again, “for 
if the stability of a country’s currency is to be per- 
manently maintained, not only must her budget be 
balanced, but her earnings from abroad must be equal 
to the payments she must make abroad, including not 
only payments for goods she imports, but sums paid 


in reparation.” These are economic axioms which 
would scarcely be called in question save under condi- 
tions of psychological warfare. 

Much of the argument that has been put forward in 
the last two years or more is disposed of by the com- 
mittee’s elaborate distinction between economic capacity 
to produce a surplus available for reparations and the 
fiscal aspect of transferring wealth to creditor nations. 
Payment of sums available for reparations into the 
bank of issue to the credit of “the agent for repara- 
tions payments” constitutes “the definitive act of the 
German Government in meeting its financial obligation 
under the plan.” The transfer of such sums is to be 
regulated by a committee of persons skilled in matters 
of foreign exchange who shall also govern “deliveries 
in kind,” to the end that such payments may not be 
disastrous to foreign exchange. Thus the present ar- 
bitrary and unscientific arrangement is completely set 
aside. 

The frank realism of the Report is one of its most 
impressive features: “Finally convinced as we are that 
it is hopeless to build any constructive scheme unless 
this finds its own guarantee in the fact that it is to the 
interest of all parties to carry it out in good faith, we 
put forward our plan, relying upon this interest.” And 
further: (this from the McKenna Committee’s dis- 
cussion of the flight of German capital) “The failure 
of the methods employed, both old and new, demon- 
strates the final ineffectiveness of restrictive legisla- 
tion when successful evasion is so richly rewarded. 
Neither legal enactment nor severe penalties resulted 
in the disclosure of assets abroad or hampered the 
flight of capital. We feel that this would have been 
true whether the government had or had not used its 
best endeavors to enforce the laws and regulations.” 

The report of the McKenna Committee lays another 
ghost by estimating German owned wealth outside Ger- 
many at 634 milliards (billions) gold marks (1% bil- 
lions of dollars). There is nothing in the report to 
substantiate the common charge of a general German 
“conspiracy” to destroy the mark, although it is pointed 
out that the attitude of the German people toward the 
payment of Germany’s war creditors “accentuated” the 
natural causes which led to the heavy selling of marks 
—with the aid, chiefly, it appears, of insatiable Ameri- 
can buyers. 

The main report emphasizes the advantage accruing 
not only to the German Government but to every 
debtor corporation in Germany by the collapse of the 
mark. At the same time it corrects an economic fallacy: 
“The extinction of the German debt has after all been 
at the expense of her own nationals, who are her tax- 
payers: They have sustained as holders of German 
bonds not only the burden which they have already 
escaped as taxpayers, but that which they would have 
borne in future years to meet the service of the in- 
ternal debt if its value had not been destroyed by de- 
preciation.” 

The Report calls for specific increases in German 
taxation and a reduction in army appropriations, and 
criticises rather sharply the policy of the German Gov- 
ernment in expending large sums of money on its rail- 
toads, which are now found to be in excellent condi- 
tion. On the other hand, it is clear that one factor 
entering into the situation has been the desire to stimu- 
late industry by means of low tariffs and to encourage 
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German export trade, while the over-staffed condition 
of the railroads has apparently been due in part to an 
effort to keep employment at a maximum. More to the 
point is the fact that the railroads are the first resource 
counted on by the committee to yield reparations and 
this largely because of the previous policy which is 
pronounced extravagant. 

It is noteworthy that the committee says of the prin- 
ciple of commensurate taxation, i.e., that the German 
people should bear at least as heavy a burden as that 
borne by Allied peoples: “No single person in Ger- 
many, whether speaking as an individual or represent- 
ing any section of the nation, has failed to accept that 
principle when it has been squarely put to him.” 


Catholic Industrial Conference 


The proceedings of the Catholic Conference on In- 
dustrial Problems held in June of last year have been 
published in a small booklet. The title indicates not 
only an annual meeting, but a permanent conference, 
of which Bishop Muldoon of Rockford, IIl., is hon- 
orary president and Professor McCabe of Princeton 
University is the active head. Rev. R. A. McGowan 
of the National Catholic Welfare Conference, Wash- 
ington, is the secretary. (1312 Massachusetts Ave.) 

The proceedings contain a number of very illuminat- 
ing passages: 

John Fitzpatrick of Chicago: “Statements are made 
that labor restricts output. Well, why wouldn’t we? 
Why wouldn’t we restrict output? Why should we 
walk up to the employer and then let him take as much 
labor out of our bodies and out of our souls as he can 
for the price that he wants to put on that? Can they 
do that anywhere? When they go to buy coal or bricks 
or lumber, can they march into the lumberyard and 
load up a wagon load of lumber, as much as they want, 
and walk into the office and lay down a few dollars 
and drive away with it? Not at all; they can’t do 
Father Ryan of Washington: “The Catholic position 
on the subject (the State and Industry) may be stated 
to be midway between the theory of Socialism and that 
of individualism. The Church rejects Socialism, be- 
cause the amount of State intervention, State control 
and State management which Socialism calls for would 
be a bad thing for society. I am not going to elaborate 
that proposition, but that is the main reason why the 
Church opposes Socialism. On the other hand, the 
Church rejects individualism, because the doctrine of 
the Church does not hold that the individuals are all- 
sufficient for themselves, nor that each one is so nearly 
equal with his fellows that he can take care of him- 
self, in the spirit of free-for-all industrial combat.” 

Col. P. H. Callahan, president, Louisville (Ky.) 
Varnish Co.: “Our Supreme Court in its recent deci- 
sion annulling the minimum wage laws dwelt earnestly 
on the so-called freedom of contract, which in theory 
it defended. The only fault to be found with that 
decision is in respect to its premise and its conclusion. 
We all know perfectly well that in the ordinary course 
of modern industry, except that highly organized, the 
worker does not enter into a contract; he is simply 
hired. . The idea of a contract is fiction. It 
may be a useful fiction; there is no thought in my mind 
of criticising the law or the courts, but only the thought 


of emphasizing the truth that all know, that in the 
ordinary course of industry the worker does not make 
a contract; he is hired. Everybody knows he is hired, 
and his status in society is determined accordingly. 

“To rid modern industry of that psychological under- 
tone is not to the interest of the worker alone; it is to 
the interest of the employer as well. It is moreover 
to the interest of good government, good morals, and 
the stability of society. There is an air of debasement 
about the thing when those who must work for a living 
are nearly all compelled to work on terms that they 
have no voice in making. ‘ 

“Hostile critics of the Program (Bishops’ Program 
of Social Reconstruction, 1919), both at the time it was 
issued and since, have tried to brand that statement 
as socialistic, but all the while the conviction has been 
growing and spreading, that ownership is the basis on 
which the workers must take their stand. ' 

“We should distinguish, however, between technical 
or legal ownership and the ownership of use. All 
know, for instance, that the legal ownership of the 
property of a corporation is in the corporation, while 
the ownership of use is in the stockholders. Likewise, 
the legal ownership of a cooperative. . . 

“After all, there is fundamentally no absolute owner- 
ship in property, in the sense that one may do with it 
as one pleases without consulting the rights of others; 
and therefore, when the ownership of use includes 
those who contribute labor as well as those who con- 
tribute capital, as in cooperative, co-partnership, and 
profit-sharing plans, not only is the distribution of the 
product of their joint efforts put on a fair basis, but 
the worker’s status ceases to be that of the hired man, 
which is a consummation much to be desired.” 

It was a real conference; not a convention. There 
was the frankest discussion. The 1924 session will be 
held in Pittsburgh during May. 


“The Inquiry” 


The National Conference on the Christian Way of 
Life, commonly known as “The Inquiry,” is steadily 
extending the scope of its activity and influence. The 
undertaking is, as its briefer designation implies, an 
effort to discover what commonly accepted Christian 
ideals mean in terms of the ordinary business of living, 
and particularly with reference to modern industry, to 
race problems, and to the relations of nations. It there- 
fore involves study and research, but more especially 
it involves group discussion as an aid to analyzing 
problems of conduct and interpreting Christian ideals. 
Promotion of such discussion on a large scale is the 

. distinctive feature of the whole venture. The theory 
and method of group discussion are presented in quite 
a novel way in the pamphlet, “A Cooperative Technique 
for Conflict,” i.e., a method by which hostile views on 
life issues may be made to confront one another so that 
positions may be defined and mutually understood, con- 
flict as far as possible may be resolved, and untenable 
positions may be voluntarily abandoned. 

An effort is being made to establish discussion groups 
in a great many communities, which persons of quite 
different convictions, with or without definite church 
connections, are invited to join, the only condition being 
a sincere and energetic interest in the venture and a 

willingness to confer without prejudice. 
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The Inquiry has now put out three pamphlets in ad- 
dition to the one above referred to: International Prob- 
lems and the Christian Way of Life; The Question of 
Recognizing the Union; The Question of the Right to 
Strike (just coming from the press). The Interna- 
tional Problems syllabus has already attracted wide 
interest and is being used by several hundred study 
groups. Address: 129 East 52nd St., New York City. 

The syllabus on race relations will be reported on 
in the Race Relations Number of the INFORMATION 
SERVICE issued next week. 


Regulating Child Labor on Farms 


The draft convention of the 1921 conference of the 
International Labor Office of the League of Nations 
concerning the age of admission of children to employ- 
ment in agriculture has been ratified by Japan, Czecho- 
slovakia, Esthonia and Sweden. The main provisions 
in this convention are as follows: 

(1) Children under the age of 14 years may not be 
employed or work in any public or private agricultural 
undertaking or in any branch thereof, save outside the 
hours fixed for school attendance. If they are em- 
ployed outside the hours of school attendance, the em- 
ployment shall not be such as to prejudice their atten- 
dance at school. 

(2) For purposes of practical vocational instruction 
the periods and the hours of school attendance may be 
so arranged as to permit the employment of children on 
light agricultural work and in particular on light work 
connected with the harvest, provided that such employ- 
ment shall not reduce the total annual period of school 
attendance to less than eight months. 

(3) The provisions of Article I shall not apply to 
work done by children in technical schools, provided 
that such work is approved and supervised by public 
authority. 


Agitation to Help Wheat Farmers 


During early April two events occurred in the effort 
to help the wheat farmers of the Northwest. President 
Coolidge suggested that the newly formed Agricultural 
Credit Corporation, organized with $10,000,000 capital 
subscribed by metropolitan bankers as a result of the 
President’s midwinter conference on the agricultural 
situation, undertake some of the work which would 
have been performed by the federal government if the 
Norbeck-Burtness bill to stimulate diversification had 
passed. Passage of this bill had been urged by the 
President. The second event is that four large agri- 
cultural organizations which usually do not agree on 
public questions, issued a joint statement upon the situ- 
ation. These organizations are The American Farm 
Bureau Federation, The National Grange, The Ameri- 
can Wheat Growers’ Association and The National 
Live Stock Producers’ Association. Their letter, ad- 
dressed to the President and Congress, is an effort to 
lend support to the McNary-Haugen bill which has 
been described in this Service. The letter charged that 
present conditions were forcing the “deportation” of 
American farmers who last year left their farms at the 
rate of 100,000 a month. The letter goes on: “Coun- 
try conditions cannot be told in words. The hundreds 
of broken banks are real, but the suffering which fol- 


lowed them is hidden in the haze of distance. Un- 
ceasing toil of millions of people, futile attempts to 
protect family and property is lost without recognition. 
The reason for all this remains unchecked, although it 
has existed for five years. The cause is evident. A 
disordered world emerging from war and handicapped 
by man-made barriers across channels of international 
trade proves unable to absorb the surplus production 
of our farms and our industry at prices commensurate 
with American standards. An elaborate structure of 
economic protection is provided for industry and labor 
but does not reach the farmer. The remedy is as ob- 
vious as the cause. It rests in the application of effec- 
tive protection of the farm equally with that of other 
industry. The establishment of domestic markets for 
farm crops on an American basis, apart from world 
conditions, to conform with like markets already pro- 
vided for American manufacture and American labor.” 


Purposes of ‘“Community Church” 


At a regional conference of the community churches 
held in Boston the following significant resolutions 
were passed, summing up the ideas of thirty-seven dele- 
gates from seventeen churches as to the important pur- 
poses of “The Community Church.” 

“The Community Church is an institution which fur- 
nishes to people of a given area an opportunity to unite 
in giving free and adequate expression to their religious 
ideals. Substituting for the credal and ecclesiastical 
principles of organization the religious purposes of the 
people crystallized into an organization, the Community 
Church stands for righteousness, justice, love and for 
the free search for truth and leads in the task of help- 
ing the people to make their religion function success- 
fully for the common good of all. 

“The Community Church is opposed to anything in 
the community’s life or intruded upon the community 
from without which is divisive, which engenders hate 
and strife and which breaks the bond of fellowship 
between the people of sincere and lofty aspirations. It 
stresses the Gospel of unity and cooperation and strives 
to build in a certain area the Kingdom of God or “The 
Beloved Community.” 

“The Community Church, while not opposing creeds 
and theological opinions, insists that people represent- 
ing many different creeds can worship and work to- 
gether in one Church just as successfully as many peo- 
ple of opposing political opinions can live together in 
the same country. 

“The Community Church advocates no uniform 
church organization. Just as the intellectual concepts 
of religious principles are left to the individual so the 
local Community Church is free to organize the peo- 
ple’s ideals in a manner which best suits the local needs. 
What the Community Churches have in common is a 
spirit growing out of common purposes and made ef- 
fective by vigorous programs of service.” 


Dramatics in: the Church 


Wide interest is being manifested in the announce- 
ment of a Summer School of Religious Drama, July 
28 to August 10, at Auburn, New York, which is 
being sponsored by the Committee on Religious 
Drama of the Federal Council of Churches. This 
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Committee is undertaking to make a new contribu- 
tion to the subject of method in social education. 
Constant calls are made for trained leaders in the 
dramatic method in religious education and the 
Committee is offering a strong curriculum through 
which those specializing in this field may receive 
training and help. Courses cover interpretation of 
drama, methods of directing, production in church 
and parish house, music, church and community 
pageantry, gradation of Biblical material, general 
course in pageantry. Opportunity to select one or 
two courses in the Auburn School of Religious 
Education will be given to students registered in 
the Drama course and the same exchange courtesy 
will be extended to the students in the School of 
Religious Education. Further details may be 
secured from the Registrar, Elizabeth Baker, Fed- 
eral Council of Churches, 105 East 22nd Street, 
New York City. 


Expediency vs. Principles in Parties 


The Journal of Social Forces publishes in the March 
number an address delivered in 1909 by Woodrow Wil- 
son, then president of Princeton, at the University of 
North Carolina, in which occur the following significant 
judgments of the practices of political parties in the 
United States: “. . . we have been looking about for 
expedients and policies and have not been looking about 
for principles. If you want me to bid against you for 
a popular policy I will probably resort to the expedient 
of matching your bid if I think it is a good one; but if 
I happen to be restrained by certain knowledge of 
what happened once before, I may choose differently 
and by a longer measurement. . . . Although I may not 
assist my party to win at the next election by such a 
course, it is sure thereby to win at some election. . . . 

“Tf you want to win at an election which occurs to- 
morrow probably you haven’t time to remind your fel- 
low countrymen of the abiding principles upon which 
they should act; but if you form the habit of basing 
your advice upon definite principles you will presently 
gain a permanent following such as you could not pos- 
sibly have gained upon any bidding for popularity by 
mere expedients.” 


Announcement 


The Research Department will be known hence- 
forth as the Department of Research and Educa- 
tion of the Federal Council of Churches. This 
change in title and in organic relationship (the De- 
partment was formerly a part of the Commission 
on the Church and Social Service) grew out of the 
gradual increase in the scope of its work. It is 
proposed to maintain the present balance of in- 
terests and activities, stressing matters relating to 
social ethics and particularly economic and indus- 
trial problems. The addition of the word “educa- 
tion” signifies that the Department considers its 
chief functions: (1) authenticating, interpreting. 
and putting into educational form the findings of 
technical research agencies; (2) studying the prob- 
lems of social education; (3) promoting standard 
forms and methods of Christian social education 
among the churches. 


